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The Chilean Government has consulted the Inter- 
national Monetary Fund on new foreign exchange meas- 
ures which, with the concurrence of the Fund, become 
effective immediately. 

The Fund has approved the temporary establishment 
of a new exchange rate of 60 pesos per U.S. dollar, 
proposed by the Chilean Government, on the under- 
standing that early steps will be taken to put into effect 
the general plan of stabilization already drafted, which 
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will unify the present rates of exchange at a new par 
value at about the level of the new proposed rate. 

In this temporary arrangement the new rate will apply 
to all exports except those which, in the general plan, 
will be subject to export taxes, and copper, nitrates, 
and other products of the large mining companies; and 
to all imports except those which, in the general plan, 
will be subject to a lowering of customs duties or 
subsidies. 






Par Value of British Honduras Dollar 


The Government of the United Kingdom proposed and 
the International Monetary Fund concurred in a change 
in the par value of the British Honduras dollar, effective 
December 31, 1949. In terms of gold and the U.S. dollar, 
of the weight and fineness in effect on July 1, 1944, the 









parities for the British Honduras dollar are as follows: 
0.622070 grams of fine gold per British Honduras dollar; 
50.0000 British Honduras dollars per troy ounce of fine 
gold; 1.42857 British Honduras dollars per U.S. dollar; 
70.0000 U.S. cents per British Honduras dollar. 





Europe 


U.K. Reserves 


The U.K. gold and dollar reserves, which had fallen 
to $1,340 million at the time of sterling devaluation, 
were $1,425 million at the end of September; in the 
fourth quarter there was a further rise of $263 million, 
making the end-December total $1,688 million. In the 
last quarter, ECA aid of $247 million was received, 
Australia drew $20 million from the International Mone- 
tary Fund, and the United Kingdom drew $27 million 
on the Canadian credit; against this the total net gold 
and dollar deficit was $31 million, compared with $632 
million and $539 million in the second and third quarters, 
respectively. 

There were three reasons for the very large reduction 
in the deficit. Before devaluation there had been a hold- 
ing back on all sides, both in the actual purchase of, and 
in payments for, sterling area goods and services; after 
devaluation these purchases and payments were resumed. 
Thus the deficits in the second and third quarters were 
larger, and that in the fourth quarter was smaller, than 
they would have been in normal circumstances. Secondly, 
there was an increase in U.S. business activity in the last 
part of the year, which resulted in a rebuilding of stocks 
of sterling area goods which had previously been run 
down. It is thought that about half the reduction of the 





deficit is due to these two causes. Finally, the steps taken 
by sterling area countries in July 1949 to economize in 
dollar imports were beginning to have some effect in 
the fourth quarter, as was the increase in sales to the 
dollar area resulting from the lowering of prices brought 
about by devaluation. 


Source: The Times, London, England, January 5, 1950. 


Relaxation of U.K. Exchange Restrictions 


As of January 1, 1950, the original amount of foreign 
capital entering the United Kingdom for an industrial 
project approved by the exchange control authorities 
may be repatriated at any time. Hitherto, overseas 
capital from outside the sterling area has been blocked 
for a minimum of ten years. 

Emigrants to OEEC countries other than Belgium, 
Luxembourg, and Switzerland will be able to take out 
capital up to £5,000, instead of £1,000, over a four-year 
period. Foreign nationals returning or migrating to 
these countries will enjoy the same privilege. Nonresi- 
dents working temporarily in the United Kingdom, who 
had previously been allowed to remit only half their 
earnings, will now be able to remit the whole amount. 
More liberal treatment is promised for remittances by 
private individuals to relatives or dependents abroad. 


Source: The Times, London, England, December 31, 
1949. 
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New Capital Issues in London 


“New money” issues in London totaled £137.7 million 
in 1949, compared with £251.4 million in 1948 and 
£151.1 million in 1947. The 1948 figure was swollen by 
a £100 million British Electricity Authority issue; in 
1949 public utilities were not in the market. “Trade” 
(as distinct from “production”) issues also fell. These 
figures should be read in conjunction with statistics of 
bank advances, which expanded by £150 million. Utilities 
and wholesale and retail traders increased their borrow- 
ings from the banks substantially in 1949. Some issues 
were no doubt delayed by market conditions in the latter 
part of the year. In general, a greater demand might be 
expected in 1950. 


Source: The Times, London, England, January 3, 1950. 


French Trade Developments 


On a dollar basis, French exports to foreign countries 
have been practically constant for several months, at 
about $125 million a month. In November 1949, they 
were $125.1 million, and in October $124.7 million. This 
is slightly lower than the peak reached in the second 
quarter of 1949, but compares with an average of $91.2 
million in 1948. The area distribution of 1948 still 
prevails, with exports to the dollar area at the same low 
level ($7 million monthly), and with those to neighboring 
OEEC countries predominating. A small drop in exports 
to the sterling area took place in November. The volume 
index has tended downward since the peak of April 1949. 

The movement of imports is very clearly downward. 
Average monthly imports from foreign countries were 
$211.7 million in the first half of the year; in October 
they dropped to $161.2 million, and in November to 
$159.3 million. This decline was due to the improvement 
in the capacity of France to provide for her own needs, 
and had no unfavorable effect on economic activity. 

As a result of both constant exports and declining im- 
ports, the deficit was sharply reduced, to a monthly 
average of about $39 million in October and November, 
against a monthly average of $80 million in the first 
half of 1949. 

The trade balance with overseas territories is favorable, 
so that when the total trade of metropolitan France is 
considered, accounts are practically balanced, a surplus 
being recorded in October and a small deficit of $4 
million appearing in November 1949. 

Sources: Agence Economique et Financiére, December 
22, 1949, and Le Monde, December 29, 1949, 


Paris, France. 


Dutch Transferable Sterling 


As a result of recent Anglo-Dutch negotiations in 
London, the restrictions which have already been applied 
to Egyptian, Spanish, and Czechoslovak transferable ac- 


INTERNATIONAL MONETARY FUND 


counts have now been extended to cover Dutch transfer- 
able accounts. These restrictions limit the use of sterling 
in such accounts to direct commercial operations with 
the other party to the transfer, or to third party trans- 
actions which in each case require the consent of the 
Bank of England. 

Source: The Economist, London, England, December 31, 

1949, 


Danish Agricultural Production 


Preliminary figures indicate that the 1949 Danish 
harvest increased to 129.5 million harvest units, from 
114.3 million units in 1948 and 72 million units in 1947. 
Crops of grain and roots amounted to 72.9 million harvest 
units in 1949, compared with 69.0 million units in 1948. 

For the first 11 months of 1949, the index for produc- 
tion of meat and dairy products rose 29 per cent above 
the index for the same period in 1948. Egg production 
was up 35 per cent and production of pork 52 per cent. 
Sources: Statistiske Department, Sitatistiske Efterret- 


ninger, Copenhagen, Denmark, December 9 and 
30, 1949. 


Sweden's Exports 


The increase in the volume of Swedish exports in the 
last two years was much larger than expected. The 
volume in 1948 was 10 per cent above 1947, and that for 
1949 is estimated as 14 per cent above 1948. According 
to the Swedish long-term program submitted to the OEEC, 
this was the goal to be reached in 1952-53. 

Source: Norges Handels og Sjpfartstidende, Oslo, Nor- 
way, December 17, 1949. 


Greek Bank Reserve Requirements 


Effective February 1, 1950, the Greek Currency Com- 
mittee has raised minimum reserve requirements of com- 
mercial banks, deposited with the Bank of Greece, from 
22 per cent to 25 per cent for deposits of public institu- 
tions, and from 10 per cent to 12 per cent for other 
deposits. 

Sources: To Vima, Athens, Greece, December 23 and 
27, 1949. 


Financial Aid to Berlin 


In December 1949 the Western sectors of Berlin 
received for the first time the full monthly aid allotment 
of DM 60 million ($14.3 million) from Western Germany. 
In addition, DM 95 million ($22.6 million) is to be 
transferred to Western Berlin from ECA (counterpart) 
funds, of which DM 35 million is to be used for housing, 
and DM 40 million for industrial investments. The flow 
of private credits to the city is also to be encouraged 
by various measures. 
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FINANCIAL NEWS SURVEY 


Until recently, economic conditions in the Western 
sectors of Berlin have remained depressed despite the 
lifting of the blockade. In the second half of November 
1949, out of a total number of 716,000 wage and salary 
earners, 267,000 were unemployed and 60,000 were 
working short time. The grants in aid now received are 
expected to alleviate the situation. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
December 16, 1949. 


Hungary’s Five-Year Plan 


On December 10, 1949, the Hungarian Parliament 
passed a bill enacting the First Five-Year Economic Plan, 
effective January 1, 1950. The plan’s objective is acceler- 
ation of the industrialization of the country, elimination 
of the backwardness of agriculture, and raising of the 
standard of living. The national income in 1954 is 
planned to be 63 per cent higher than in 1949. The con- 
tribution of industry to the national income will be 
raised during the planned period from the 49.7 per cent 
of 1949 to 58.7 per cent. The standard of living will 
exceed the 1949 level by 35 per cent and that of the 
prewar period by 85 per cent. 

Production is to be speeded up so that the value of 
industrial production in 1954 will reach 186.4 per cent 
of that in 1949, that of heavy industry 204.3 per cent, of 
light industry 172.9 per cent, of total agricultural produc- 
tion 142.4 per cent, of vegetable production 135 per cent, 
and of animal production 151.1 per cent. 

The industrialization program calls for a considerable 
increase of employment and investment. During the 
planned period, 480,000 persons, to be drawn mainly 
from the surplus agricultural population, will be put to 
work in industries: 250,000 new skilled workers, 92,000 
semiskilled, 85,000 unskilled, and about 53,000 white 
collar workers. Investments are planned at 50.9 billion 
forints to be allocated as follows: 21.3 billion to industry, 
8 billion to agriculture, 7.5 billion to transportation, 7.4 
billion for housing and social purposes, 0.9 billion for 
trade, 2.5 billion reserved for undetermined investments, 
and 3.3 billion for investments connected with the prep- 
aration of the Second Five-Year Plan. 

Investments will be financed mostly from the profits 
of the state-owned industries, mining and metallurgy 
(92 per cent are state owned), the banking organization, 
and wholesale and foreign trade (all completely in state 
hands). Labor productivity in industry is expected to 
rise 50 per cent above the 1949 level; the cost of produc- 
tion is expected to drop 25 per cent during the five years; 
and a rise in the standard of living is anticipated. 

The Chairman of the Hungarian Economic Council, 
when presenting the bill to Parliament, reviewed the 
results of the Three-Year Plan, which led to upward re- 
visions of the original goals of the Five-Year Plan out- 
lined last April (see this News Survey, Vol. I, 
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p. 343). 
was to end July 31, 1950 but was later adjusted 
to be terminated by the end of 1949, industrial production 
was to be 27 per cent higher than in 1938; the actual 
level at the end of 1949 was 40 per cent above 1938. 
Agricultural production as a whole has nearly reached 
the prewar level, and in several regions it has surpassed 


Under the Three-Year Plan, which originally 


that level. Instead of the 6.6 billion forints (in prices 
of January 1947) planned for investment in the three- 
year period, 7.8 billion forints at the same prices, or 
9.7 billion at current prices, were spent on investments 
in two years and five months. The standard of living of 
the working population at the end of 1949 averaged 37 
per cent higher than before the war, in contrast to the 
planned 8 per cent. The natural growth in population 
rose from 0.57 per cent annually in prewar years to 0.78 
per cent in 1948. 
Sources: Hospodar, Prague, Czechoslovakia, December 
15, 1949; Hungarian Bulletin, Budapest, Hun- 
gary, December 18, 1949. 


Yugoslav Trade Agreements 


On December 26, 1949 Yugoslavia concluded a trade 
agreement with the United Kingdom, providing for an 
exchange of goods over the next five years equivalent 
to more than £100 million (US$280 million) in either 
direction. British exports to Yugoslavia are scheduled 
to include £30 million of capital equipment, £32 million 
of raw wool and cotton yarns, over £5 million of crude 
oil and petroleum products, small quantities of dyestuffs 
and rubber products, and varying quantities of miscel- 
laneous goods. In return, Yugoslavia will export to 
Britain some £58 million of hardwoods and softwoods, 
about £14 million of maize, £714 million of nonferrous 
metals (lead, copper, chromium, and zinc), and various 
other goods, primarily “essential” farm products but 
also such items as prunes and canned fish. 

This will enable Britain to reduce its purchases from 
dollar sources of some of the goods cited (including non- 
ferrous metals) , which is one of the main potential virtues 
of the new agreement from the British point of view; in 
addition, over the next seven years Britain will receive 
from Yugoslavia compensation still outstanding of some 
£4 million, for British property nationalized in Yugoslavia. 
Yugoslavia, on the other hand, is to receive approxi- 
mately twice as much (£8 million) in the form of credits 
over the next six years. It seems that these credits will 
actually be extended by individual British firms, but that 
the British Government will guarantee them against any 
losses incurred. 

Yugoslavia also concluded a one-year trade agreement 
with Western Germany on December 22, 1949. It provides 
for Yugoslav exports—mainly of agricultural products— 
to Western Germany equivalent to US$65 million, in 
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exchange for US$61 million worth of German deliveries 

of manufactured goods. 

Sources: Neue Ziircher Zeitung, Zurich, Switzerland, 
December 24 and 27, 1949; The Economist, 
London, England, December 31, 1949. 


Middle East 


Turkey's Public Debt 


In his reports to the budget committee of the Turkish 
National Assembly, which is studying the 1950 budget 
proposals, the Minister of Finance stated that Turkey’s 
total public debt, including debts of the institutions ad- 
mipistered by annexed budgets and the Treasury guar- 
anteed debts of state enterprises, had declined on Decem- 
ber 1, 1949 to LT2,200 million (LT2.80 = US$1), from 
LT2,465 million on January 1, 1949. The decline, which 
was largely in Turkey’s foreign debt, resulted primarily 
from a reduction of obligations expressed in foreign cur- 
rencies recently devalued. 


Source: Ulus, Ankara, Turkey, December 8, 1949. 


Syro-Lebanese Relations 


The Syrian Government has suspended all wheat and 
other cereal exports to Lebanon, in spite of the pro- 
visions of the July agreement under which Syria was 
to provide Lebanon with all its requirements of wheat 
and barley. As a retaliatory measure, the Lebanese 
Government abolished its 50 per cent duty on cereal im- 
ports from foreign countries. It is also reported that 
negotiations are under way for the import of 50,000 
tors of wheat from France, at $80 per ton, the same 
price as that paid for Syrian wheat. The difference, 
however, is that Syrian wheat was paid for in Syrian 
currency, whereas the French wheat will have to be 
paid for in dollars. 

Sources: Al Ahram, December 11, 1949, and Al Misri, 
December 23, 1949, Cairo, Egypt. 


Jordan’s Sterling Balances 


Jordan may be soon running short of sterling. Its 
reserves were estimated at £10 million in May 1948. 
Under the arrangement of April 5, 1949, Britain agreed 
to release £1 million monthly for the first two months 
and £800,000 monthly thereafter. This indicates that 
Jordan’s present reserves may be below £2.5 million. 
Source: Journal du Commerce et de la Marine, Alex- 


andria, Egypt, December 30, 1949. 


lran’s Foreign Trade 


Sterling devaluation has caused a temporary stand- 
still in Iran’s exports, which go largely to countries that 
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have devalued their currencies. Many export industries 
have been adversely affected. With a view to aiding ex- 
ports, a transit agreement recently was negotiated with 
Turkey (see this News Survey, Vol. II, p. 152), whereby 
trade with European countries is expected to be facili- 
tated and the prospects of expanding trade with Turkey 
enhanced. 

Iran’s foreign exchange position remains favorable, 
owing to oil royalties. Consideration, however, is being 
given to stricter regulation of imports, in order to con- 
serve available exchange resources for the most essen- 
tial purposes. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., December 12, 
1949, 


Far East 


Indian Trade Surplus 


India had a favorable trade balance in November 
1949, for the first time in several months. Exports 
amounted to Rs 510 million, probably a record figure, 
and imports to Rs 425 million. 

Source: The Times of India, Bombay, India, December 
22, 1949. 


Indian Trade Agreements 


India has reached a trade agreement with Ceylon, 
which will be in force throughout 1950. Ceylon will 
export to India specified quantities of copra and coco- 
nut oil, rubber, graphite, betel nuts, tobacco, and citro- 
nella oil. India in turn will export specified quantities 
of coal, cotton yarn, jute goods, tea, linseed oil, onions, 
and chillies. 

An agreement has been entered into with Argentina, 
under which India will receive 390,000 tons of wheat in 
exchange for jute goods. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, December 16, 1949. 


Pakistan-France Trade Agreement 


A one-year trade pact between Pakistan and France 
was signed at Karachi on November 29, 1949. It pro- 
vides a framework for normal trade relations, and, in 
particular, for the purchase by Pakistan of a large quan- 
tity of steel railway ties. Negotiations are scheduled to 
start soon for exploring the possibilities of similar trade 
agreements with Japan, Denmark, and Western Germany, 
and for revising the existing agreement with the United 
Kingdom. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., January 2, 
1950. 
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FINANCIAL NEWS SURVEY 





' General Sales Tax in Burma 


A comprehensive sales tax in Burma, the only new 
tax in the current fiscal year (October 1949-September 
> 1950), became effective on November 1, 1949. Under 
| the new measure, a luxury tax is imposed, payable at the 
point of first sale in Burma, usually by an importer, at 
the rate of 1 anna for every rupee (16 annas). It affects 
' mostly imported goods which include, in addition to 
luxury products, motor vehicles, electrical and office 
equipment, paints, chemicals, and iron and steel products. 

A second type of tax imposed is on a total annual 
turn-over of all commodities, at the rate of 1 anna for 
every rupee; it covers dealers and associations that sell 
or supply for a commission or other remuneration. Ex- 
emptions are allowed for a turn-over of less than Rs 6,000 
a year (1 Burmese rupee = US$0.21), and for essential 
goods, including many locally produced foodstuffs, yarn, 
kerosene, gasoline, electric power, hides and skins, cotton, 
and agricultural implements. 

Opposition, which is fairly widespread among the 
business community, is centered mainly against the tax 
on total turn-over. It is suggested that this tax, like the 
luxury tax, be made a single point levy. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., December 
26, 1949. 




























Thailand Tin Exports and Exchange Controls 





To encourage the production and export of tin, the 
Council of Ministers in Thailand has approved in prin- 
ciple a recommendation of the Ministry of Commerce to 
reduce the percentage of foreign currency turned in to 
the Government from the sale of tin to between 30 and 
40 per cent instead of the present 50 per cent require- 
ment. Thailand exported between 80 million and 90 
million baht worth of tin during 1949 ($3.7 million 
to $4.2 million at the 1949 average free market rate of 
about 21.5 baht per dollar). A postwar mining record 
was established in September, when 1,096 long tons of 
tin ore were produced. In that month 565 tons of ore 
were exported. 


Source: Far East Trader, San Francisco, California, 


December 29, 1949. 












































Chinese Sterling 














Permission of the U.K. exchange control is now re- 
quired for all payments from the sterling accounts of 
residents of China and Formosa. Banks are given per- 
mission to allow payments in respect of (1) certain trans- 
actions entered into before December 23, 1949, (2) cer- 
tain personal payments, and (3) exports from the United 
Kingdom to China and Formosa which have passed the 
customs authorities. The steep fall in the volume of 
trade between the sterling area and China is understood 
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to have caused the need for stricter control. 
ports to China in the first ten months of 1947 were 
about £10.2 million; in the same period of 1949 they 


U.K. ex- 


were below £2.3 million. The value of British imports 
also declined, but by a smaller amount. It is therefore 
believed that the lack of opportunities for residents of. 
China and Formosa to find a use for their sterling 
might provide a strong temptation to dispose of it to 
third parties at cheap rates. 

Source: The Times, London, England, December 23, 

1949, 


Japanese Exports in 1949 


Japanese exports for the first nine months of 1949 
were equivalent to US$393 million. For the whole year 
1948 they amounted to US$258 million. Although 
figures since September are not yet available, other in- 
formation indicates that exports for the last quarter of 
the year may not measure up to the monthly average 
of more than US$40 million for the first three quarters. 
The monthly average value of export contracts for 
October and November was about only US$30 million. 
The reduction of trade in the last quarter is attributed 
to the devaluation of sterling. The export contracts 
negotiated with the sterling area ranged between 40 and 
50 per cent of the monthly total before September, but 
this percentage was reduced to 14 per cent in October and 
16 per cent in November. The reduction of exports to 
the sterling area was reflected in the commodity composi- 
tion of Japanese export trade. Metals and machinery, 
which went mostly to the sterling area, decreased from 
40 per cent of the total in September to 28 per cent in 
November. 

Source: Toyo Keizai Shimpo, Tokyo, Japan, December 
17, 1949. 


United States and Canada 
Annual U.S. Economic Review 


The President’s Council of Economic Advisers em- 
phasized in its annual report on the United States econ- 
omy that, while gross national product in 1949 was kept 
close to its 1948 record, the expansion in output and 
employment necessary to provide full utilization of the 
productive resources of the economy was not accom- 
plished. From the end of 1948 to the end of 1949, 
total output in dollar terms dropped 5 per cent, but in 
real terms less than 2 per cent; thus it was 4 to 5 per 
cent below the goal, set at the beginning of 1949, of an 
increase of 3 to 4 per cent over 1948 levels. Consumer 
expenditures fell from $178.8 billion to $178.5 billion; 
private domestic investment from $45.0 to $36.8 billion; 
and net foreign investment from $1.9 billion to zero. 


Government expenditures rose from $36.7 billion to $43.5 
billion. 
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The Council is optimistic about both short-run and 
long-run prospects for the economy. Particularly in the 
long run, the Council stresses the growth potential, setting 
as objectives for 1954 a gross national product of $300- 
310 billion, consumption of $210-225 billion, and 
private domestic investment, exclusive of inventory ac- 
cumulation, of $38-43 billion. To achieve this, consump- 
tion will have to be encouraged by stable prices and a 
growth in income in accord with rising productivity, 
and investors will have to be confident about future sales. 
The Council continues to emphasize the past instability 
of the economy, and the need for cooperation among all 
groups in the economy to assure full employment. 
Source: The Annual Economic Review, January 1950 

(A Report to the President by the Council of 
Economic Advisers), Washington, D. C. 


U.S. Budget for Fiscal 1951 


President Truman, in his recent budget message to 
Congress, estimates a deficit of $5.1 billion in fiscal 1951, 
compared with an estimated deficit of $5.5 billion in 
fiscal 1950. Expenditures, at $42.4 billion, are expected 
to be about $860 million below those for the present 
fiscal year, and receipts, at $37.3 billion, about $460 
million less than in fiscal 1950. The largest declines in 
expenditures are expected in appropriations for foreign 
aid and veterans’ benefits, and the largest increases in 
those for social welfare and the development of natural 
resources. Revenues from direct taxes on individuals are 
expected to be unchanged from their 1950 level, reflecting 
expected high levels of employment and income. How- 
ever, revenues from corporate income taxes are expected 
to be down by about $600 million. 

The President feels confident that his fiscal recom- 
mendations provide a solid basis for progress toward 
balanced budgets in the next few years. In support of 
this confidence, he gives the following: (1) an expected 
decrease of close to $1 billion in expenditures for fiscal 
1951; (2) a decline in foreign aid expenditures and 
veterans’ benefits over the next few years; (3) growth in 
tax revenues from an expanding economy with increased 
productivity of the labor force; and (4) expectation 
that his new tax recommendations will result in a more 
equitable tax system to provide better incentives for 
investment, consumption, and savings. 

Source: The Budget of the U.S. Government for the 
Fiscal Year Ending June 30, 1951, Washington, 
D. C., January 1950. 


Canada’s Exchange Reserves 


The Minister of Finance has announced that on De- 
cember 31, 1949 Canada’s reserves of gold and U.S. 
dollars amounted to US$1,117 million. This is the 
highest level reached since the introduction of the ex- 
change conservation program in November 1947. At the 
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end of 1947, official holdings of gold and U.S. dollars 
amounted to US$502 million. By March 31, 1949, they 
had increased to US$1,067 million. Subsequently they 
declined to US$973 million on July 31, 1949, but since 
then they have risen, the increase in December amount. 
ing to about US$50 million. 

According to press reports, a major part of the im. 
provement is attributed to the recent increase in Canadian 
exports to the United States, stimulated by but not 
entirely due to the devaluation of the Canadian dollar 
in September 1949. It is possible, however, that other 
factors have also been important, with inflows of capital 
from the United States perhaps playing a significant role. 

According to The Globe and Mail an immediate easing 
of Canadian exchange restrictions is not expected. Re. 
sumption of import decontrol is expected to. depend upon 
whether or not the present level of Canadian exports to 
the United States is maintained. 

Source: The Globe and Mail, Toronto, Canada, January 
7, 1950. 


Latin America 


Mexican Budget 


The Mexican Minister of Finance has stated that gov- 
ernment receipts in 1950 are estimated at 2,597 million 
pesos (US$300 million). The total will exceed by 215 
million pesos the estimates of receipts for 1949. This 
increase will occur without higher tax rates. Estimates of 
current receipts in 1950 compare as follows with those 
in 1949: 

1949 1950 

(million pesos) 
661.7 
607.4 


Income tax 

Taxes on foreign trade 

Taxes on the exploitation of 
natural resources 

Taxes on industry 

Taxes on trade 266.5 

Official corporations and others 307.6 

Public utilities 3 97.6 

Other taxes ’ 923 


282.9 
280.8 


—_—_ 


2,597.0 


International Monetary Fund 
STAFF PAPERS 


The first issue of this publication of economic 
studies will appear in February. The papers will 
be written by members of the Fund staff, but they 
will not necessarily express the policy or views of 
the Fund, its Executive Board, or its officials. 

Volume I will consist of three issues, to be 
published within the year. 


Subscription: $3.50 

Single Issue: $1.50 
Send orders to The Secretary, International Mone- 
tary Fund, 1818 H St., N.W., Washington 25, D.C. 
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FINANCIAL NEWS SURVEY 


The Government plans to issue 151 million pesos worth 
of new bonds. Receipts from the bond issue will be used 
for road building (81 million pesos), electrification (50 
million), and port facilities (20 million). The bond issue 
will equal debt amortization, so that there will be no net 
increase of the government debt. 

Government expenditures are estimated at 2,746.1 mil- 
lion pesos, or an increase of 194 million over the 1949 
budget. Of the total, 243 million pesos will be used for 
agricultural development, 290 million for road construc- 
tion, and 130 million for railroad construction and main- 
tenance. The Government has also granted a subsidy 
of 100 million for electrification projects, to continue 
work already in process. In the construction of airfields, 
harbors, schools, and other works, 85 million pesos 
will be spent; and for public health and education 
129 million and 312 million pesos, respectively, have been 
allocated. For the servicing and retirement of public 
debt, 607.8 million has been allocated, or 27.8 million 
more than last year. 

Source: El Mercado de Valores, Mexico, D.F., December 
19, 1949. 


Brazil’s Foreign Debt 


In his New Year’s message, the President of Brazil 
announced that total reduction of the funded external 
debt through 1949 amounted to £24 million and to nearly 
US$20 million. Total sterling indebtedness was thus 
reduced by 25 per cent, to £72 million, and total dollar 
indebtedness by more than 10 per cent, to $165 million. 
Source: Brazilian Embassy, Boletim Radiotelegrafico do 

Ministério das Relacées Exteriores, Washing- 


ton, D. C., December 30, 1949. 


Cotton Production in Brazil 


Through November 22, 1949, 221,000 metric tons of 
the year’s raw cotton crop had been graded in Sao Paulo, 
compared with 149 million tons in the same period of 
1948. Exports in the January-October period were 
122,000 tons, and warehouse stocks on November 22 
were about 60,000 tons. 

By late 1949, cottonseed distribution for the planting 
of the 1950 crop was 30 per cent above distribution a 
year earlier. Given weather conditions, etc., similar to 
those in 1948, Sao Paulo may harvest nearly 290,000 
tons in 1950. 

Source: The South American Journal, London, England, 
December 3, 1949. 


Brazil’s Heavy Industry Output 

Steel ingot output in Brazil during the first half of 1949 
exceeded that for the similar period of 1948 by 15 per 
cent; output of steel mill products rose by 24 per cent, 
cement output by 16 per cent, and coal output by more 
than 10 per cent. Only pig iron output decreased, fall- 
ing some 14 per cent as a result of repairs at the govern- 
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ment steel plant during the first half of the year; this 

decrease, however, was expected to be compensated by 

higher output during the second half of 1949. Thus 

heavy industry output in 1949 promised to be an all-time 

record. 

Source: The South American Journal, London, England, 
December 17, 1949. 


Trade Between Argentina and Spain 


Commercial transactions between Argentina and Spain 
are reported to have been practically halted in recent 
months. A Spanish commercial mission sent to Buenos 
Aires was unsuccessful in negotiating with the Argentine 
authorities for the shipment of wheat to Spain. 

Argentine sources state that difficulties arose because 
of Spain’s failure to supply machinery and metal manu- 
factures up to an annual total of 250 million pesetas 
(about US$25 million), to which Spain was committed 
by the agreement of April 5, 1948. According to these 
sources, no shipments of machinery have been made. 

In trade with Spain, Argentina has had heavy export 
surpluses, which were financed by credits granted in the 
Franco-Peron Protocol of April 1948, in addition to 
those provided for in a 1946 agreement. During 1946-47, 
exports to Spain were equivalent to almost US$100 mil- 
lion, and imports of Spanish goods were about US$16 
million; in 1948, exports were about US$123 million and 
imports only US$10 million; and in the first half of 
1949, trade was at about the 1948 rate. In April 1949, 
Argentina agreed to authorize nonessential imports from 
Spain up to 70 million Argentine pesos (about US$20 
million), and Spain granted a gold guarantee on Argen- 
tina’s peseta balance. 

Since the adjustments in Argentine exchange rates 
(see this News Survey, Vol. Il, p. 109), followed by 
Spain’s adjustment of quotations for the Argentine pese, 
Argentina has not resumed grain exports to Spain, and 
this has led Spain to purchase wheat and corn in the 
United States and Canada. 

Sources: La Prensa, New York, N.Y., December 31, 
1949 and January 2, 1950. 


Other Countries 
South African Balance of Payments 


Principally as a result of the operation of import re- 
strictions, there was a marked change in the Union of 
South Africa’s current account balance in the third quarter 
of 1949, compared with the second quarter. Imports 
fell from £89 million to £79 million—the drop being 
largely accounted for by a decline in sterling area imports. 
Exports increased from £30 million to £34 million. When 
invisible items and net gold production are taken into 
account, the current deficit fell from £48 million to £31 
million. Preliminary estimates indicate a favorable 
balance on private capital account of £19 million in the 
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third quarter, a substantial part of which probably rep- 
resents the receipt of goods for which payment was made 
in the second quarter. The remainder represents invest- 
ment capital, the bulk of which was received in sterling. 
Thus, when the current and private capital accounts are 
combined, the deficit to be financed fell from £54 million 
to £12 million. Net gold sales were £6 million and there 
was a net loss of foreign exchange of £6 million (the 
Reserve Bank’s exchange holdings increased £24 million, 
but the balance of the gold loan to the United Kingdom, 
amounting to £30 million, was repaid in sterling) . 
Source: South African Reserve Bank, Quarterly Bulletin 
of Statistics, Pretoria, Union of South Africa, 
December 1949. 


South African Gold Mines 


Sir Ernest Oppenheimer, Chairman of the Anglo-Amer- 
ican Corporation, has stated that up to £200 million will 
be spent on the full development of thirteen gold mines 
in the Orange Free State. The amount required to bring 
the mines into full production is £130 million, and the 
cost of necessary services and amenities will be at least 
£70 million. 

Source: The Financial Times, London, England, January 
7, 1950. 


New Zealand Balance of Payments 


The Prime Minister of New Zealand has stated that it 
would be impossible to abolish import licensing com- 
pletely at the present time. In the year ended September 
30, 1949 international payments roughly balanced, with 
ordinary imports at slightly more than £NZ 108 million. 
Licenses for 1950 already issued by the previous Govern- 
ment amount to about £140 million. Experience has 
shown that not all licenses issued are taken up and, 
moreover, some goods for which licenses are issued are 
not available in the exporting countries. Nevertheless, 
the recent decline in the Reserve Bank’s sterling holdings 
leaves little room for increasing imports. At the end 
of November 1949 these were £39.6 million, compared 
with £42.4 million and £52.2 million at the same time in 
1948 and 1947, respectively. 


Source: The Times, London, England, December 23, 
1949. 


ECA Funds for French Morocco 


The ECA recently announced the signing of a contract 
with the Newmont Mining Corporation, to develop lead 
and zinc production in French Morocco. The ECA will 
advance to the company $3.6 million to modernize and 
expand the mines belonging to the Société des Mines de 
Zellidja in which the Newmont Corporation acquired a 4 
per cent interest on November 1, 1946. The Société des 


Mines de Zellidja will supplement the ECA aid with 
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$10.5 million of its own funds. The ECA funds will he 


repaid over a seven-year period by deliveries of lead and 


zinc for the U.S. stockpiling program. 





Present production of lead concentrates is 20,000 tons; 





and zinc production, scheduled to start in 1950, is ex. 
pected to reach 32,000 tons at the end of the year. When 
the development program is completed, lead concentrates 
output will reach 85,000 tons and zinc concentrate 







120,000 tons. France will thus be supplied with mor 





than 70 per cent of her lead requirements and approxi- 
mately half of her zinc requirements. 






Sources: Agence Economique et Financiére, December 
10, 1949, and Le Monde, December 11, 1949, 
Paris, France. 









Netherlands and Indonesia 





The Netherlands Government has informed the Fund 
that the territory of the Republic of the United States of 
Indonesia, i.e., the territory of the former Netherlands 
East Indies with the exception of Netherlands New 
Guinea, can no longer be regarded as a territory on 
behalf of which the Netherlands Government has accepted 
the Fund’s Articles of Agreement in the sense of Article 
XX, Section 2(g). In December 1945 the Netherlands 
Government signed the Articles of Agreement both on 
behalf of the Netherlands Metropolitan Territory, and 
in respect of the Netherlands Overseas Territories, the 
latter at that time including the Netherlands East Indies, 
Curacao, and Surinam. 















Fund Executive Directors 





Mr. J. V. Joshi has been appointed Executive Director 
of the Fund for India, to succeed Mr. B. K. Madan; and 
Mr. John S. Hooker has been appointed Alternate Ex- 
ecutive Director for the United States, to succeed Mr. 
Henry J. Tasca. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 


fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 


haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D. C. 
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